I.
FROM time to time persons acquainted with the administration of bankruptcy in the federal courts have demonstrated that the traditional procedure of handling such cases was open to severe criticism, and that in many instances funds had been misappropriated, bribes accepted, and other abuses practiced. In fact, it is not unusual to find the opinion that bankruptcy matters are generally administered dishonestly.
Customarily, bankruptcy administration provides for the election of a trustee at a meeting of creditors of the estate, and for the appointment of a receiver by the court at the time of adjudication of bankruptcy in such cases where, in the court's judgment, the condition of the bankrupt's assets requires that there be some supervision between the time of adjudication of bankruptcy and the election of the trustee. 1 In practice, receivers are appointed in most "asset cases," and the major portion of the activity of liquidation usually takes place prior to the election of the trustee, 2 whose task generally centers about creditor's rights except when the operations of the business are to be continued. The trustee and the receiver deal with the court through the referee, who relieves the judge of much of the detailed work necessary in the tInstructor of Economics, Yale University. The author wishes to ackMowledge his appreciation of a grant-in-aid from the Graduate School of Yale University without which this study could not have been completed. The conclusions reached are those of the author alone.
1. 30 STAT. 545 (1898), 11 U.S.C. § 11(3) (1934); cf. 52 STAT. 842 (193S), 11 U.S. C. § lla(3) (Supp. 1938) .
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7. Attorney General Murphy has appointed a committee to investigate the administration of bankruptcy, and to prepare appropriate recommendations for needed improvements. One specific item mentioned in the instructions to the committee is the feasibility of permanent referees, receivers and trustees. United States Dep't of Justice Release, Apr. 12, 1939. [Vol. 49 : 1 receiver necessary, and received the first appointments January 16, 1929.' Subsequently, the trust company was designated in court rules as standing receiver. It served in that position until July 15, 1934 , when the court acceded to newly-passed legislation which made impossible the assignment of all receiverships to one person. During'the first part of this five-year period, the company was named receiver in all bankruptcy cases in the district, but after July 1, 1931 , the area in which it was standing receiver was limited to the counties of New York and Bronx, and the cities of Yonkers, White Plains, Mount Vernon and New Rochelle. Nevertheless, the company was occasionally appointed receiver in other areas in the district, although not on an exclusive basis. It als-. received occasional appointments in composition and equity cases. In most of the bankruptcy cases in which the trust company was named rcceiver. it was subsequently elected trustee by the creditors of the estate. 1 0 After July 15, 1934, however, the company accepted no new appointments as receiver. Altogether, it acted in 4,367 cases of bankruptcy, as to which reports of referees were filed with the court, as well as in an unknown number of compositions, equity receiverships, proceedings under Section 77B, custodianships and ancillary proceedings. 11 With but une exception, no similar experiment with the device of a standing receiver in bankruptcy had ever been tried anywhere else in the United States. 1 2 The change in the rules of court in 1934 which ended the standing receivership of the Irving Trust Company came as a result of legislation 8. The judges determined to use a trust company, and in order to avoid possible charges of favoritism, selected one with which none of them had had close personal connections. Also, the Irving Trust Company was at the time the most conveniently located to the court. Hearings before House Judiciary Stubcomnittee on H. R. 145, 73d Cong., 2d Sess. (unprinted, 1933 ; page references are to the typescript record) 59355-537, 647. Hereafter referred to as CELLut HEARINGS.
9. This limitation was made at the request of the trust company which found it impracticable to administer small-asset cases in the more remote areas of the district; that is. the following counties: Columbia, Dutchess, Greene, Orange, Putnam, Rocdland. Sullivan, Ulster and the remainder of Westchester. This limitation lends credence to the contention that the device of standing receivers will not be useftl in larger areas, or where the volume of cases is smaller. But in Michigan, the standing receiver operatesuccessfully over a larger area. See note 12, infra.
10. With the consent of the court, Irving Trust Company as receiver distributed to creditors proxy forms for the election of trustee, on which the availability of the trust company as trustee was stated. The trust company was elected in the following percentages of cases in the following fiscal years: 1929, 71%; 1930, S01-; 1931, S9%; 1932, 91%; 1933 , 86%. 2 IRVING REPoRT (1933 12. In the Eastern District of Michigan, the Union Guardian Trust Co. of Detroit occupied the position of standing receiver from Sept. 8, 1930 , until Feb. 11, 1933 sponsored by opponents of "monopoly" and was included in the bill which enacted Section 77B of the Bankruptcy Act. This legislation was similar in effect to bills previously introduced specifically to change the situation in New York City, 13 which had been investigated in 1933 by a congressional sub-c6mmittee. In its own words, the new law required that courts "so apportion appointments of receivers and trustees . . as to prevent any person, firm, or corporation from having a monopoly of such appointments."' 4 The new provision was a disappointment to the judges in the district, who were apparently well satisfied with the work being done by the standing receiver3r
The trust company had requested that it be relieved of its duties for some time before the law was altered," 6 consequently the court no longer appointed it receiver after July 15, 1934. However, it remained in charge of the cases previously assigned to it, and by the end of June, 1939, had completed the work in all but 29 of the bankruptcy cases, exclusive of 77B proceedings, under its administration.
The existence of this small balance of open cases makes it impossible to give a final report of the work done by the standing receiver. Nevertheless, the bulk of the work has been completed, and there is little reason to think that the conclusions reached below would be altered by the additional material. No one can predict with certainty when the last of the open cases will be closed. Meanwhile, the question of establishing standing receivers and trustees in all judicial districts has been reopened, and hence a study bringing the New York statistics down-to-date should be of interest. 15. N.Y. L. J., July 13, 1934, p. 113, col. 6. 16 . Ibid. The management of the trust company felt that the amount of publicity being given to their receivership business would obscure their principal activity, which was a general banking business. The indications, at present, are that, while the trust company would favor the use of a standing receiver in New York, it would not accept reappointment.
17. Until the preparation of figures for this study no data on cases closed after June 30, 1933, in which Irving had acted as receiver or trustee, had been published. The original referees' reports were on file at the district courthouse, but they had not been examined in this connection. The records of Irving Trust Company did not contain statistics comparable to the referees' reports. In preparing IrvixcN REroi0c% (which cover the period to June 30, 1933) the trust company consulted the referees' reports. CELLER HFalRNGs 730.
[Vol, 49: 1
II.
The following statistical comparison of the work of the standing receiver in New York with the performance of other types of receivers in the same district is not based upon all types of bankruptcy and equity cases. The impracticability of obtaining comparable data limits the comparison to bankruptcy cases which proceeded either to liquidation or to sale of a going concern for money. These formed the great majority of the cases coming under the Bankruptcy Act during the period under investigation. Data for them are to be found in the reports of referees, which are filed with the court when a case is finally concluded. 4,367 cases of this type were given to the Irving Trust Company as standing receiver, and 4,338 had been concluded by June 30, 1939 . In the same period, 23,856 cases of the same type were concluded in the district following administration in some other way. Receivers had been appointed in some of these cases prior to or after the incumbency of the standing receiver. In other cases, receivers were appointed in outlying parts of the district during the incumbency of the standing receiver, and in the rest, no administrator was appointed because of the absence of assets or for some other reason." 8 The size of these two groups of cases makes it possible to assume with some confidence that a fair sample of the activities of the two types of administration has been collected, and that statistical comparisons are, therefore, justified.
The most useful statistical measure of the efficiency of administration of a bankruptcy estate is the relationship of "Fees and Expenses of Administration" to "Gross Assets Realized," because it provides a direct measure of costs in terms of the funds actually collected. But it cannot be used as the only measure of efficiency since certain types of activity which would be beneficial to creditors might not be reflected in a lowering of the ratio. For instance, if the administrator collected more funds, the creditors would benefit even though the ratio of expenditures were unchanged. Consequently, the ratio of amounts "Paid to Unsecured Creditors" to the "Unsecured Claims Allowed" must also be considered. This ratio is more subject to outside variables, such as varying amounts of secured and priority claims, and, in the years prior to fiscal 1934, the inclusion of claims of "no asset" cases in the amount reported as unsecured claims allowed.
Certain of the items entering into these ratios require definition. The item "Gross Assets Realized," contrary to first impression, is the amount realized from the bankrupt estate after the deduction of the expenses 18. As used hereafter, the terms "administered by others" and similar phrases includc those cases which had no administrator.
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THE YALE LAW JOURNAL of continuing the business, but before payments to creditors or for expenses of administration. 9 The item "Fees and Expenses of Administration" is made up of many types of expenditure, some of which can be controlled by the receiver or trustee more closely than can others. Maximum fees are fixed by statute or by rules of court.
2 0 These cover commissions to receivers, trustees, referees and auctioneers, and generally are based upon the value of the assets handled. Other costs vary with each case. Some represent direct expenditure by the administrator or his delegates. The remainder are for services rendered by others. The receiver's or trustee's influence over these charges is based upon the power to recommend to the court reductions in the amounts requested. Padding expenses was not an infrequent occurrence before the appointment of the standing receiver; therefore certain savings were possible. 2 In the typical case, the bulk of the fees and expenses of administration are incurred during the first few months after the declaration of bankruptcy. During this period assets are assembled and appraised, and many of them are sold. During and following this period of activity there may be some litigation in which legal expenses are incurred, but even in such cases, it is unusual for more than one year to elapse before the administration has been put on a routine basis with no further expenses to be charged, other than the statutory fee of the trustee based on the funds passing through his hands. This situation is typical both of liquidation cases and of cases in which business operations continue, since the ordinary expenses of doing business are not included in the fees and expenses of administration.
-Before proceeding to the statistical results of the investigation, it is desirable to outline briefly the calculation of fees and expenses in an individual case, and to discuss the major opportunities for increased efficiency which were taken advantage of by the standing receiver.
The Irving Trust Company calculated fees and expenses as follows. It included the fees and expenses of lawyers, accountants, auctioneers, and others, after passing on the reasonability of their charges. It took occasion to recommend the reduction of many such charges, 2 2 and arranged for a time a considerable reduction in the fees of collection agencies by setting up an affiliated "Estates Collection Service" which was operated at a loss. This service was abandoned when it was held that the Estates 495-497, 756-757, cf. 716-717 . [Vol, 49: 1 Collection Service was a subsidiary company which could not charge fees apart from the receiver's own. 2 3 Thereafter, collection work was sometimes done by the trust company, and sometimes by collection agencies which usually charged larger fees than those of the Estates Collection Service.
CELLER HEARINGS
In computing its own expenses, the company charged the actual salaries of its employees for the times actually spent on the case up to the maximum per diem rate provided for under the rules oficourt. -" It also charged other expenses directly applicable to a case.' -In addition, the ourt allowed commissions for the services of the trust company within the statutory limits.
Income from commissions was expected to cover overhead costs, salaries in excess of the maxima stated in the rules of court, expenses of no asset cases, etc., and to leave a balance for profit. Over the perioid, January 16, 1929-june 30, 1933 , the receivership division of the trust company calculated a profit of $167,572.50, after allowance for the curporate income tax. Losses in the first two fiscal years were more than balanced by gains in the last three. 26 This profit, of course, was gained from all the activities of the receivership division, including equity receiverships. Results for later years have not been made available by the trust company.
In addition to this source of revenue, the trust company received whatever profits its banking division made on the funds of bankruptcy and equity estates which were deposited with it. The trust company did not commence the transfer of such funds to itself until some months after it had become standing receiver. Effective January, 1930, the Supreme Court altered its bankruptcy rules to permit such a practice,-and the trust company subsequently complied with the rule. However, it never disturbed existing banking relationships when the operations of the business were to be continued.as 23. [752] [753] [754] . In re Cameo Curtain, Inc., 4 F. Supp. 672 (1933) . 24. Per diem rates up to $12 per day were allowed. 1 Irnvi:G R roc-a F1.
25. The Irving Trust Company's rule regarding such charges read as follows: . . . the actual time spent by the group heads and the other Receiver's representatives. or their office assistants, in rendering administrative services to the particular estate. There are excluded from the time for which such charge is made, numerous time-c.nsuming services, such as conferring with counsel, attending at creditors' meetings, attending at the Referees' offices, etc.
"The time actually spent by fieldmen in rendering services for the several estate-. "The time spent by members of the 'Inventory, Appraisal and Sales Service,' designated as 'Inspectors of Sales,' in attending upon and supervising auction sales. The change in the bankruptcy rules was a result of representations by the trust company that it could not continue the receivership division without additional income.-" At the time, the division was operating at a loss. The estimated profits obtained from these deposits without deductions for income taxes or general administrative overhead have been stated by the trust company to be $469,530 for the period from March 1, 1930 to June 30, 1933 During this same period the average deposits of bankruptcy and equity estates were about $12,128,200; approximately 2Y27% of the average total deposits of the trust company. 31 In studying the performance of the standing receiver, it must be recognized that the prompt realization of asset values is an outlet for efficiency in administration of estates that is fully as important as the --reduction of expenses. The money values of assets deteriorate so rapidly after adjudication of bankruptcy that any slipshod procedure results in losses to an estate. 32 Through its permanent organization, the trust company was able to take prompt and effective action to collect accounts, to discover assets, and to get proper prices through auctions which had received adequate publicity. 3 " Such matters were attended to with great care by the trust company in contrast to many cases of wilful misconduct on the parts of certain receivers and trustees.
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Viewing the improvements just indicated, it is surprising to find that the bankruptcy statistics reveal no great advantage in favor of the standing receiver when the entire eleven-year period is considered.
As shown in Table I below, the percent of the net amount realized used for fees and expenses of administration during the entire eleven-year period was 30.2 for 4,242 cases administered by the Irving Trust Company, and 28.3 for 23,856 cases administered by others. Year-byyear comparison, however, shows interesting differences. The superiority of the trust company was marked in cases closed in the period to June 30, 1933, but in later years other receivers were the leaders. This change took place both as a result of increasing rates of expenses in cases administered by the trust company and of decreasing cost ratios in cases administered by others. Examination of the percentages paid on unsecured claims shows similar changes. With this measure as a basis for comparison, the standing receiver shows a definite statistical superiority over the other receivers in four out of the first five years. After that, however, the comparison is less favorable. 544-548, 648-649, cf A little more statistical information will be a useful preliminary to a discussion of the probable reasons for this development. Since the trust company took no new cases after July, 1934, the figures reported in later years represent those in which proceedings were drawn out by continued operation of the business, by litigation, or by other causes. Consequently, an increase in costs in the cases reported by the trust company after fiscal 1934 might naturally be expected. However plausible this hypothesis may seem, it does not fit the facts. As mentioned above, the bulk of the expenses of administration, as distinguished from fees, were incurred shortly after the receiver had been appointed, so there was little reason for higher costs. in cases which were drawn out. The statistics confirm this idea. In Table II are presented the results of a classification by time of administration of 1,638 cases reported by the trust company after July 1, 1933 . There is no evidence of a definite tendency for expenses to rise as time of administration increases, except in the last two groups. These contain, however, but one case each, consequently little reliance can be placed on the sharp increase shown. The weight of the evidence seems to show that the increasing age of the cases reported by the standing receiver cannot be the cause of the increasing costliness of its administration. In view of the facts just related, it is clear that the gradual dispersal of the receivership division of the trust company cannot have caused inefficiencies which led to increased ratios of expense. Within a few months after July 15, 1934, the major portion of the problems of all estates of the type under consideration had been handled, and only routine administration remained. Apparently there were no delays due to the departure of some of the high-salaried, experienced men, who had been serving as "'receiver's representatives," and the break-up of the highly organized staff;" hence no great effect on financial ratios could have resulted.
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It can be argued with some weight that the cases reported during the early years of trust company administration did not present a fair sample for comparison with the work of others, since the standing receiver started with a clean slate, while the cases reported by others in any year represented a cross-section of all types and ages. Such an argument would proceed to the conclusion that the standing receiver's work must be evaluated over its whole experience; not by the results of the first few years when "problem cases" had not had their effect. But this contention runs into difficulty with the fact that increasing length of administration is not associated with higher costs. Even so, some value remains in the argument. The cases concluded under trust company administration after 1933 seem to have characteristics different from those settled so expeditiously in the earlier period. Perhaps the fact that assets were badly "frozen" in the later cases is associated with low recoveries on book values from the start of the bankruptcy, and with high ratios of expense of administration.
However, no matter what weight is given to the argument above, it cannot be considered a complete solution of the question, for it does not explain the changes in the results reported by other receivers and trustees. In part, this change was due to increasing control over onmmissions paid to referees. Prior to 1938. the fees of referees were fixed by statute. However, the district court in New York obtained in 1933 substantial reductions in the commissions of referees whose annual incomes were very large, chiefly by limiting amounts paid as indemnities or paid to referees as special masters." 6 In part also, this change may have been brought about by the effect of the activities of the standing receiver upon the bankruptcy bar. As will be shown below, conditions in the New York district prior to 1929 were very bad. The percent of net proceeds paid for fees of administration was 41.6 in 1924, 26.8 in 1025. 31.9 in 1927, and 43.0 in 1928 . The five-year break introduced by the use of the standing receiver forced the former group to find new ways of earning a living, and released judges and referees from old ways of doing things. By 1934 there was available a group of lawyers who had had experience under the standing receiver. A "new deal" was possible. Unquestionably, the character of the bankruptcy bar in New York City was improved by the change. 7 The most important clue seems to be found in the stages of the business cycle. The period in which the standing receiver was actively receiving appointments was on the whole one of severe economic depression. Bankruptcies were frequent, prices of all types of goods were very low, and buyers were hard to find. It will be remembered that the statistics used in this study relate chiefly to liquidations, and that in such cases the bulk of the selling was accomplished shortly after the declaration of bankruptcy. In view of the adverse conditions, the trust company's work can be held to be superior because it held its own in comparison with the work of others, most of whom carried on the bulk of their work under more favorable conditions. This contention would be particularly true of the statistics for fiscal 1935 and later years.
To summarize: the statistical comparison over the entire eleven-year period does not establish any clear superiority for the standing receiver, such as was claimed for it on the basis of the results of the first five years. It appears that part of the apparent superiority was due to the fact that the standing receiver started with a clean slate. Nevertheless, the burden of proof still rests with those who attack the standing receiver, since its figures are about as satisfactory as those of other receivers who operated at more favorable stages of the business cycle. Finally, the interjection of the standing receiver gave an opportunity for a clean-tip of the bankruptcy bar in New York City. 88 [40] [41] [42] [43] [44] [45] [46] [47] [48] [49] [50] 103 . Hearings before Senate Judiciary Colnmittec on S3866, 72nd Cong., 1st Sess. (1932) 392.
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38. An interesting sidelight on business organization appeared during the making of this study. At the time of making the calculations referred to above, the author segregated the cases of corporate debtors from those of non-corporate debtors. The results, which are presented below, show that creditors of corporations fared better than creditors of other types of business enterprise. This is a direct contradiction of the traditional consequences of limited liability. 
SEGREGATION BY TYPE OF BUSINESS UNIT OF

III.
The decision of the district judges in New York City which led to the appointment of a standing receiver in January, 1929, came after many years of general dissatisfaction with existing practices of selecting receivers and trustees. It came just after the discovery of certain specific embezzlements of major importance which had led to several convictions and to disciplinary action both among members of the bar and among employees of the court itself, as well as to the resignation of one district judge against whom impeachment proceedings had been threatened."
The necessity for improvement had been recognized for some time,"" and several other reform procedures had previously been tried without success. The selection of promising young lawyers known to the judgets fell down, because in many cases the lawyers were busy at other work just at the time when prompt action was necessary to preserve assets. Advancing the date of the first meeting of creditors in order to avoid the appointment of a receiver resulted in even greater non-attendance. The selection of receivers from a panel recommended by trade associations failed because the members of the panel refused cases unless large fees were in prospect. The selection by the judges of a panel of individuals to act as receivers in all cases was considered by the judges to be impracticable because of the probable use of pressures by politicians and others to influence the choice of personnel. 4 1 The use of the Irving Trust Company as standing receiver contained the essence of the principal reform proposals put forward by proponents of change both before and after the use of a standing receiver in the New York district.' That is, there was created a permanent organization of responsible men whose full time was devoted to the management of bankruptcy estates. This organization received all cases, large and small, with the expectation that the excess statutory fees of larger cases would cover the losses in the smaller ones. The facts that the work in New York was done by a department of a private corporation and that there was a monopoly of receiverships in the district are of secondary importance to the present study. They involve important issues which are briefly discussed below but they do not affect the fact that a permanent official was created.
Opposition to and support for the plan finally chosen soon appeared in resolutions of associations of merchants and the bar, in statements by individuals, in testimony before various public hearings, and in legislation designed to end the activities of the Irving Trust Company as standing receiver. The debate culminated in hearings before a subcommittee of the House Committee on the Judiciary, headed by Representative Celler, which heard evidence in New York in October, 1933, and later reported favorably the 1934 legislation. In general, the plan was supported by credit men, judges and bankers, and criticized by bar associations and legislators. 44 It would not be difficult to show that those who were the principal gainers from the prior system became the principal critics of the standing receiver .
4
' Their arguments can be classified and criticized as follows.
1. Objections to the device of a standing receiver and trustee. The argument was made that the problems of different bankruptcies were so diverse that specialists were required to administer the various types. A permanent officer could not therefore be sufficiently informed in all 43 . In addition to this legislation, bills were introduced in several sessions of the New York State Legislature designed to end the practice by forbidding state-chartered corporations to act as receivers in bankruptcy. Governor Lehman vetoed such bills in 1933 Lehman vetoed such bills in , 1934 Lehman vetoed such bills in , 1935 Lehman vetoed such bills in and 1936 [Vol. 49, 1 fields. Further, it was claimed that the problems met in the liquidation of assets were chiefly business ones, not legal or banking in nature. Consequently, creditors should continue to select trustees in each case, and judges should appoint receivers specially versed in appropriate fields.
This line of argument ignores the nation-wide experience that the traditional method of selecting receivers and trustees has been most unsatisfactory.
"
The results of such a method cannot be cured by a statement that the judges have been to blame. Even were the judges to neglect more pressing duties in order to examine carefully the needs of each bankrupt estate and the qualifications of proposed receivers, it woould be impossible to obtain men of high ability for the majority of cases, because of the insufficiency of fees. 4 The best that can be hoped for under such a plan is satisfactory administration of large-asset cases.
Further, the general apathy of creditors which results in the selection of poor trustees cannot be cured, for although some increase in interest might be stimulated by proper education through credit associations, the amounts involved in a majority of cases would not justify the time and effort necessary for attendance at the election of trustees, nor provide sufficient revenue to interest a high-quality man in the position.
Finally, the contention that a standing receiver is not sufficiently versatile is not realistic, for the problems arising in liquidations are not so varied as those in going concerns, and the bankruptcy business of most districts is so large that the receiver can easily have in his office staff specialists who have the necessary knowledge. This was the case with the Irving Trust Company, 4 8 and could be the case under any similar proposal, such as the creation of a panel of qualified trustees.
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2. Objections to a monopoly of reccicrships in a district. At the Celler hearings, several witnesses argued that the existence of a monopoly in bankruptcy administration would confer upon a standing receiver powers of patronage which might lead to domination of the bar. From this premise, the alternative conclusions were either that there should not be such monopolies or that the official receiver should he a court official. While this argument was the most influential on the Celler Committee.O it does not stand close inspection, for the fear of domination of the bar through monopoly in bankruptcy grossly exaggerates both the supile qualities of lawyers and the importance of bankruptcy revenues to the bar as a whole.
A more substantial point related to the monopoly associated with one standing receiver in a district is the inevitability that adverse interests will sometimes be encountered. Thus, the Irving Trust Company as a bank might be a creditor of a bankrupt estate to which the Irving Trust Company had been appointed receiver. More important, there might be two or more bankrupt estates having conflicting claims one against another; yet the standing receiver might easily be receiver or trustee of all. Also, in a few cases the trust company might at the same time be supervising continuing businesses which were in direct competition with each other.
No one will deny the wisdom of the general principle that adverse interests should be avoided. Even Judge Knox, the principal judicial proponent of the standing receiver in New York, has stated that such conflicts of interest must be carefully watched."' But two points should be noted. First, however strong the feeling against adverse interests, it cannot be made the basis of an attack against the idea of a standing receiver and trustee. The difficulty can be avoided by having more than one such official in each district. 2 Second, there is no evidence that the Irving Trust Company acted improperly in any case. If the trust company foresaw this issue, it might decline to be nominated as trustee.5 In any case where adverse interests were discovered, it acted only after the creditors and the court had been fully informed of the circumstances. receiver. Some persons contended that no corporation could do the work of administration so well as an individual who could give the matter personal attention. This contention involves the familiar question of the "corporate practice of law" which carries no conviction to the author's mind. The idea that a corporation is an insensate being which makes only mechanistic decisions is certainly as false as any claim that lawyers as receivers are uniformly efficient, honest, and sympathetic.
Another unsubstantial objection was voiced by certain Congressmen who pointed out that the Irving Trust Company, as receiver or trustee, was making unfair profits by depositing funds with itself as bank. This, it was claimed, enabled the receiver to make 6% on funds for which it paid only Y2 %.55 Of course, since the receiver is not supposed to lend the cash funds of the estate, he cannot be expected to do more than put [Vol. 49: 1 them into the care of some bank. There could not be any damage to creditors in the procedure outlined so long as the Irving Trust Company, as a bank, remained solvent." The policy did, however, contribute substantially to the earnings which should be attributed to the receivership division of the trust company.
The result of these considerations can be summarized as follows. First, evidence of nation-wide misuse of the positions of individual receivers and trustees, and their attorneys, gives strong ground for a conclusion that existing practices must be reformed. Second, of all the reform proposals, that of a standing receiver and trustee has the most theoretical merit. Finally, the record of actual administration by the standing receiver in New York supports the general arguments in favor of this method of reform.
56. Shortly after beginning to deposit these funds with itself, the trust company was required to post United States bonds of equivalent value to secure the deposits. 1 Invn.;G
